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INDICATORS OF ECONOMIC ACTIVITY 
SCOTTISH 
ECONOMY 
The overa l l index 
o f i n d u s t r i a l 
product ion (season-
PRODUCTION a l l y adjusted) 
remained s t a t i c 
between the second 
and t h i r d quarters 
of 1977 a t 106.7 (Figure l ) . 
The unadjusted index f e l l sharply 
between the second and t h i r d 
quarters r e f l e c t i n g the Ju ly / 
August hol iday per iod . In the 
UK, the adjusted index increased 
by 0.5 to 101.5, p r i n c i p a l l y as 
a r e s u l t o f s t ronger performances 
in chemicals, metal manufacturing 
and e l e c t r i c a l engineer ing. 
However, ne i ther index is l i k e l y 
to show any appreciable growth 
during 1977, when the f i n a l 
f igures are publ ished. The 
stagnat ion o f i n d u s t r i a l output 
i n a l l areas o f the UK is a 
problem of mounting concern to 
pol icymakers, since there is 
l i t t l e hope of reducing unemploy-
ment w i thout a substant ia l 
increase in product ion. The 
National I n s t i t u t e expects 
i n d u s t r i a l product ion to grow by 
3% i n the UK during 1978 and 
even t h i s , they expect, w i l l be 
i n s u f f i c i e n t to prevent the level 
of unemployment reaching 1.5 
m i l l i o n i n 1979. 
The January 1978 CBI I n d u s t r i a l 
Trends Survey f o r Scotland 
revealed tha t a balance of 4% 
of f i rms had experienced 
increases i n output over the 
past four months but a net 3% 
expected output to f a l l i n the 
f i r s t four months o f 1978. In 
the UK, the out tu rn to January 
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was simi lar to that in Scotland with a net 3% of firms increasing 
output. Expectations for the next four months, however, are much 
more buoyant, with a net ]9% of firms expecting to increase output. 
Whether this is due to overoptimism on the part of non-Scottish 
CBI members or of a genuine deterioration in Scotland's relat ive 
output performance remains to be seen. In both Scotland and the 
UK the proportion of firms working below f u l l capacity (Figure 2) 
f e l l by 3% in the four months up to January indicat ing, as do the 
output f igures, some small revival in output towards the end of 1977. 
The number of company formations in Scotland (Figure 3) was marginally 
higher in the f i r s t quarter of 1978 than the f i r s t quarter of 1977. 
However, the number of dissolutions increased more sharply to 
indicate that many firms are s t i l l f inding trading conditions 
d i f f i c u l t . 
In this section, for the f i r s t time, we present series on overtime 
working in Scotland, which have been collected by the Department of 
Employment. These, we would argue, are potent ial ly useful indicators 
of changes in output since one would expect firms to i n i t i a l l y 
expand overtime in order to accommodate increased order books. 
The main problem with this argument is that , of course, there are 
other influences on overtime hours. For instance, one might argue 
that the Employment Protection Act or the Redundancy Payments Act 
have given employers an incentive to increase the level of overtime 
worked. However, these are l i ke ly to be long term, rather than 
short term effects. Also there is a def in i te seasonal pattern in 
overtime working, with par t icu lar ly sharp fa l l s in January and 
August each year. Figure 4 shows the number of overtime hours 
worked weekly in Scotland, since January 1976. These show a def in i te 
upward trend during 1976, which we would argue is due to those once 
for a l l effects making for increased substi tut ion of overtime for 
additional workers (and so to increased unemployment), rather than 
to any substantial increase in output. In the months up to 
January 1978, which a l l our other indicators suggest was a period 
of stagnating output, the weekly amount of overtime worked 
stabi l ised at jus t under 1,600,000 hours. The very low value for 
the most recent observation (January 1978) is primari ly due to 
seasonal factors. However, control l ing for seasonal and trend 
factors, there is certainly no indication from the recent data of 
a sharp rise in overtime, which might herald a revival in output. 
In conclusion, a l l of the production indicators suggest that the 
level of output in Scotland is v i r tua l l y s ta t i c . Further, there 
seems to be no reason to expect a return to steady growth in the 
near future. 
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COMPANY FORMATIONS AND DISSOLUTIONS 
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The seasonally adjusted output index for goods in 
Scotland f e l l by 1.0 to 104.6 in the th i rd quarter of 
1977, whereas the UK index only f e l l by 0.1 to 97.8. 
INVESTMENT Investment intentions of Scottish f i rms, as measured by 
the January 1978 CBI Survey, are s t i l l very weak, both 
in an absolute sense and also relat ive to the UK as a 
whole. A balance of 13% of firms expect to spend more 
on machinery while a net 9% expect to spend less on buildings. In 
the UK, 21% expect to buy more plant while only 4% expect to cut 
thei r expenditure on bui ldings. The absence of any strong demand 
for industr ia l bui lding is also indicated by the very slow increase 
in the placing of new (non-housing) orders by the private sector. 
In fac t , at £54.75 mi l l ion the value of these orders in the f ina l 
quarter of 1978 was lower, even in monetary terms, than at any time 
since the f i r s t quarter of 1976. The value of regional development 
grant payments over £10,000 (see Outlook and Appraisal for a 
regional breakdown of these) in the f ina l quarter of 1977 was £8.2 
mi l l ion compared with £7.5 m i l l i on in the previous quarter. This 
weak revival s t i l l l e f t the monetary value of regional grants more 
than £5 mi l l ion short of the 1976/1977 average quarterly grant of 
£13.9 m i l l i on . 
The investment record thus remains gloomy and, at present, there are 
no grounds to expect even a moderate expansion during 1978. 
Output of consumer goods (seasonally adjusted) 
remained s ta t ic between the second and th i rd quarters 
of 1977 whereas in the UK as a whole output rose by 
CONSUMPTION 1.7%. Again the picture for this sector over this 
period is of Scottish output not growing as fast as, 
or declining more rapidly than, i t s UK counterpart. 
The demand for consumer goods should improve af ter 
the expansionary measures taken in the Budget, but i t may be the 
case that households w i l l i n i t i a l l y increase their savings rather 
than consumption. 
The National Ins t i tu te expect some increase in the savings rat io 
and have revised downwards the i r recent forecast of consumption 
growth in the UK to 3.9%. Our impression is that this figure 
would be an upper l i m i t to consumption growth in Scotland. 
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INDUSTRIAL PERFORMANCE 
In this sect ion, which was introduced in the last Commentary, trends 
in industr ia l performance are assessed. This issue also revises 
the industr ia l forecasts f i r s t produced in the October 1977 issue. 
A l l references to the quarterly index of industr ia l production 
figures in the text relate to the seasonally adjusted index values. 
The 7|% devaluation in the green pound, approved 
ear l ie r in the year, is currently being phased i n . 
A 5% devaluation in the green pound for pigmeat and 
AGRICULTURE ca t t le has already taken place but the remaining 2J%, 
along with the f u l l 1\% for mi lk , w i l l not be brought 
in un t i l May. The 1\% devaluation for cereals w i l l 
take place at the beginning of August. 
The livestock industry has been experiencing par t icu lar d i f f i c u l t i e s . 
Census figures for 1977 from the Scottish Department of Agriculture 
report a 10% decline in pig numbers; a 1% drop in ca t t l e , and 
unchanged dairy cow herds and sheep numbers. The figures for pigs 
in g i l t and heifers in ca l f reveal a more substantial decline. UK 
Beef production is expected to f a l l s l i gh t l y during 1978; prices 
are r is ing slowly with a seasonal peak expected in June. UK lamb 
production is expected to r ise marginally during 1978; hogget prices 
in Scotland are lower than at the same time las t year. The EEC are 
at present considering proposals for a sheepmeat regime. Devaluation 
of the green pound for pigmeat was expected to increase the wholesale 
price of bacon and reduce the Danish share of the Br i t i sh market. 
Danish bacon producers received a monetary compensation amount (MCA) 
of £236 per tonne before devaluation, but are s t i l l receiving £229 
per tonne due to the recent further devaluation of s ter l ing vis-a-vis 
the European currencies. 
The reintroduction in the Budget of free school milk to 7-11 year 
olds w i l l assist milk sales. A report from the North of Scotland 
Milk Marketing Board records a 2% reduction in cow numbers but a 3% 
increase in production. There was a substantial increase in the 
1977 yields of cereals and potatoes af ter two dry years. Cereals 
are experiencing renewed home demand and the price has firmed. 
Potato growers have been advised not to overplant this year. 
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The s ix teen month dispute between the UK and the EEC 
on a common f i s h e r i e s po l i cy cont inues. The quotas 
proposed by the EEC Commission i n January were re jec ted 
FISHING by the B r i t i s h government and the temporary informal 
agreement to keep catches to the 1976 r a t e s , pending 
a se t t l ement , has been prolonged. A f u r t h e r meeting 
i s scheduled f o r the end o f A p r i l . The ban on her r ing 
f i s h i n g in the North Sea is l i k e l y to be maintained during 1978. 
The consequent ove r f i sh ing o f he r r i ng on the west coast has had 
disastrous e f fec ts on s tocks . Members o f the Scot t ish Fishermen's 
Organisat ion have cut back catches to 300 tonnes per week and they 
have ca l l ed f o r a t o t a l ban (w i th or w i thout EEC approval) on west 
coast her r ing f i s h i n g . 
In sp i t e o f the cur rent r e s t r i c t i o n s and poor catches Scot t ish 
fishermen landed a record £117 m i l l i o n worth o f f i sh in 1977. 
The value increased by £31 m i l l i o n over the previous yea r , but the 
volume decl ined by 30,000 tonnes, mainly due to the g rea t l y reduced 
he r r i ng catches. 
As a r e s u l t o f the recent ly negot iated pay set t lement , 
which included a new output bonus scheme, p r o d u c t i v i t y 
rnAr in Sco t t i sh coalmines has increased d ramat ica l l y . 
Although there i s s t i l l some dissension in p i t s where 
bonuses are low, there i s l i k e l y to be a f a i r l y 
subs tan t ia l increase in coal output i n Scotland 
dur ing 1978. 
Production o f North Sea o i l reached 947,961 barre ls 
a day i n February and w i l l exceed a m i l l i o n barre ls 
a day w i t h i n the next few months. I t i s expected, 
OIL & GAS however, tha t product ion fo r 1978 w i l l be w i t h i n 55 
to 65 m i l l i o n tonne range - s l i g h t l y lower than the 
60 to 70 m i l l i o n tonnes forecast l a s t Spr ing. The 
s t a r t up o f product ion from the Th i s t l e f i e l d , 
delayed by bad weather, i s now imminent. The large 
Ninian f i e l d , where a number o f setbacks have also occurred, is 
expected to be onstream by the Autumn. 
Explorat ion r i gh ts i n 28 b locks , a l loca ted in 1971, have been 
handed back to the government. Some p o t e n t i a l l y i n t e r e s t i n g 
areas have been surrendered and they may be o f fe red i n fu ture 
rounds. Recent exp lo ra t ion i n t e r e s t i n the West Shetland area has 
been re in fo rced by the E l f f i n d in Block 206/7. Ph i l i ps have made 
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a new discovery between i t s Toni and Thelma f inds ; while BP has 
abandoned i t s northern deep water well in Block 211/2. 
There is s t i l l uncertainty about Brae's potential and estimates of 
recoverable reserves range from 180 to 560 mi l l ion barrels. The 
10th and 11th d r i l l i ngs were successful and posit ive results from 
the 12th d r i l l i n g may ensure early development of the southern 
port ion. Progress has been made in plans for developing other 
f i e l ds . BP has been given permission to exploi t the Buchan f i e l d 
with the proviso that i t w i l l be confiscated a f te r four years i f 
the Department of Energy is not sat is f ied with the production method. 
The company intend to use a semi-submersible f loa t ing production 
and offshore loading system which could well be the forerunner of 
other movable production systems. BP have submitted a plan for 
the i r Magnus f i e l d which is believed to involve the largest steel 
platform to be b u i l t in the North Sea. Shell and Esso have 
commissioned a steel platform design for the i r Cormorant f i e l d and 
i f plans are approved an order should be placed la ter in the year. 
Mesa are revising the i r development plans for Beatrice. Their 
proposals, now including a subsea pipeline to the Cromarty F i r t h , 
are expected to be resubmitted soon and approval could follow sw i f t l y . 
The government White Paper on o i l revenues ent i t led "The Challenge 
of North Sea O i l " has f ina l l y been published. I t rejects the idea 
of a separate o i l fund and is a general, non-specif ic, statement of 
government in tent . I t stresses that the greater part of the o i l 
revenues should go to industr ia l regeneration and expansion. A 
b r ie f section on regional policy recommends that the SDA budget 
should be increased from £60 mi l l ion to £82 m i l l i on . 
As anticipated the premium on North Sea prices has declined s l i gh t l y 
as a resul t of a current world o i l surplus. In 1977 at least 40% 
of North Sea crude o i l was exported and opposition from the o i l 
companies w i l l grow i f the government insists that 60% of North Sea 
output continued to be refined in the UK. 
The study group has not made i t s f ina l report on the feas ib i l i t y of 
a gas gathering project . Provisional out l ine planning permission 
has been given to Shell for a gas separation plant at Moss Morran 
and the f ina l decision w i l l be made at the end of A p r i l . The plant 
could be operating by 1980, when gas from the Brent f i e l d w i l l reach 
i t s peak. The Cromarty Fir th is being act ively promoted by the 
three development authori t ies concerned as a further s i te for a 
petro-chemical complex. 
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No change in the output o f food, dr ink and tobacco 
was recorded in the t h i r d quarter o f 1977. Any 
increase i n output in 1977 over 1976 now seems 
FOOD, DRINK u n l i k e l y . In con t ras t , UK output is t h i s indust ry is 
& TOBACCO p rov i s i ona l l y est imated to have grown by 1|% during 
1977. This contrasts w i th the h i s t o r i c a l t rend which 
has seen Scot t ish output grow nearly twice as fas t as 
UK output during the per iod 1965-1975 and has 
consequently caused a subs tan t ia l downward rev is ion o f our fo recas t , 
from 5% to 2%, o f growth i n t h i s sector during 1978. This is 1% 
lower than the National I n s t i t u t e forecast f o r the UK as a whole. 
Since, as i s de ta i l ed below, whisky output increased dur ing 1977, 
the poor performance o f the indus t ry must be caused by decl ines in 
the output o f food and/or tobacco. The d i f f i c u l t i e s in the food 
indust ry are exempl i f ied by the cutbacks by S p i l l e r s . The closure 
o f t h e i r bread-making operat ions w i l l r e s u l t i n over 900 redundancies 
in Scot land, nearly a l l i n S t ra thc lyde . 
Whisky product ion i n 1977 was 151.6 m i l l i o n proof 
gal lons compared w i th 139.5 m i l l i o n proof gal lons i n 
1976. Home market sales recorded a sharp drop from 
WHISKY 18.66 m i l l i o n gal lons i n 1976 to 15.51 m i l l i o n gallons 
in 1977. Although there i s a downward trend there 
was considerable s tock ing up dur ing November and 
December 1976 and the average o f the two years is 
roughly equal to the 1975 f i g u r e . Exports were a record £512.6 
m i l l i o n in 1977. There was a volume increase o f 2% compared wi th 
8 to 9% increases in the ear ly 1970's. Returns fo r the f i r s t two 
months of 1978 f u r t h e r i l l u s t r a t e the slowing down in export growth. 
The f a l l i n exports to the important American market f o r the t h i r d 
successive year has been la rge ly responsible f o r the slackening i n 
the volume o f exports o v e r a l l . Exports o f b o t t l e d blends to the 
United States f e l l by 5.5% in 1977, bulk blends by only 0.38% and 
b o t t l e d malts (a minor par t o f the trade) rose by a massive 48.6%. 
However, Scotch has maintained i t s share of the dec l in ing American 
whisky market and is we l l placed to bene f i t from the signs of 
recovery tha t some observers are p r e d i c t i n g . Fol lowing the 
D i s t i l l e r s Company and EEC dual p r i c i n g d ispu te , a number of p r ice 
r i s e s , and impending pr ice r i s e s , have been announced. D i s t i l l e r s 
ra ised t h e i r export pr ices by 10% in February, and Bel ls and 
Teachers are awai t ing Pr ice Commission acceptance of t h e i r 
app l ica t ions to ra ise p r i ces . 
Output of metals continued to decl ine in the t h i r d 
quarter o f 1977. Output f e l l to only 71% o f 1970 
METAL levels and the continued depressed s ta te o f world 
MANUFACTURE s tee l markets gives l i t t l e hope o f substant ia l 
improvement dur ing 1978. A growth of output of ~\\% 
over 1977 is expcted in the UK by the National 
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I ns t i t u t e . In Scotland we expect a r ise in output of around 3%. 
However, any strong long-term revival of the Scottish steel industry 
now seems unl ikely af ter the announcement of the government plan to 
defer any expansion at Hunsterston or Ravenscraig. The f inancial 
d i f f i c u l t i e s of BSC are also l i ke ly to bring about the closure of 
Glengarnock as indicated in our las t Commentary. 
The output of Scottish engineering industries declined 
in the th i rd quarter of 1977 by 1% to an index level 
of 104. Although e lec t r i ca l engineering has grown 
ENGINEERING considerably faster than other engineering ac t i v i t y in 
recent years, i t s output declined s l i gh t l y between 
the second and th i rd quarters, down to an index level 
of 165. Growth during 1977 may f a l l short of our 
9% October forecast, a f igure of S% perhaps being more r ea l i s t i c . 
A rise of 3|% in the UK output in this sector is anticipated by the 
National Ins t i tu te and, in l ine with t h i s , we would expect a further 
5% rise in Scottish e lec t r ica l engineering output during 1978. The 
l i ke l y success of Babcock and Wilcox in securing an export order 
from Hong Kong is encouraging, since i t operates in the heavy 
e lec t r ica l goods market, an area whose prospects recently have been 
much less favourable than those of , say, electronics. 
In mechanical engineering, output marginally increased during the 
th i rd quarter of 1977 to 93% of 1970 production levels. Optimism 
is not strong, although there was a s ign i f icant £14 mi l l ion increase 
in lending by the Scottish banks to the industry between the las t 
quarter of 1977 and the f i r s t quarter 1978. Production may pick 
up very slowly during 1978 with growth unl ikely to exceed the 2|% 
forecasts by the National Ins t i tu te for the UK. Further 
appreciation of the pound is seen as a possible obstacle to exports. 
However, the probabi l i ty of an additional increase in the value of 
s ter l ing w i l l recede i f an expansionary budget sucks in imports. 
The purchase by Pan-American of a number of Roll Royce powered 
Lockheed Tristars w i l l considerably strengthen the Scottish plants 
of the aero-engine f i rm . 
Estimates of the market for inspection, repairs and maintenance in 
the North Sea continue to r ise as companies become aware of further 
unforeseen complications, as for example the recently publicised 
problems ar is ing from extensive corrosion. The Scottish Council 
puts the cost at £90 m i l l i on a year at present and the Department 
of Energy suggests i t could be in the region of £177 to £400 mi l l ion 
by the early 1980's. 
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Reports from the Offshore Supplies Of f ice ind ica te tha t B r i t i s h f irms 
accounted f o r approximately 65% o f orders f o r suppl ies and services 
in 1977. Scott Lithgow have formed an of fshore company to take 
advantage o f the growth in the of fshore market. France Entreprises 
have acquired a 25% stake in Burnt is land Engineers, the module ya rd , 
and are seeking j o i n t contracts to u t i l i s e the f a c i l i t i e s o f the two 
f i rms . On a less o p t i m i s t i c note the 300 employees a t Lewis Offshore 
have been given redundancy not ices to take e f f e c t from June. 
Production o f vehicles ( i nc lud ing ships and a i r c r a f t ) f e l l during 
the t h i r d quar ter of 1977 to 81% of 1970 l eve l s . However, even 
though the f igures f o r the f i n a l quar ter w i l l be badly a f fec ted by 
the s t r i k e a t Chrysler Linwood, output f o r the year as a whole i s 
l i k e l y to exceed tha t of 1976. Further expansion o f output during 
1978 also seems l i k e l y , espec ia l l y given the improved i n d u s t r i a l 
re la t i ons and p roduc t i v i t y at Linwood. The Scot t ish plants o f 
B r i t i s h Leyland were amongst i t s few p r o f i t a b l e ventures l a s t year , 
and the company intends to inves t a t o t a l o f £50 m i l l i o n in them 
by 1983. The Scot t ish Development Agency have moved in to the 
spec ia l i sed vehic le market by tak ing over cont ro l of S tone f ie ld 
Vehicles Limited and expect to market 2000 of i t s trucks each year . 
During November and December 1977, 12,167 cars were reg is tered in 
Scotland - 8% of the Great B r i t a i n t o t a l . Low sales in December 
w i l l have resu l ted p r ima r i l y from defer ra ls so tha t new cars could 
be reg is tered in 1978. 
At the end o f 1977 world sh ipbu i l d ing orders were at t h e i r lowest 
leve l f o r ten years. Although the UK improved i t s wor ld ranking 
to fou r th place in volume, the 2.2 m i l l i o n tons on order or under 
const ruc t ion represents only h a l f o f the po ten t i a l capacity o f UK 
yards. 
The rea l l oca t i on o f the four Swan Hunter 16,500 ton bulk ca r r ie rs 
from the cont rovers ia l Pol ish order has f u r t h e r increased the 
Sco t t i sh share o f the order . Govan Shipbui lders now have ten 
4,400 and four 16,500 ton vessels to b u i l d f o r the Pol ish cont rac t . 
The company's order book stands a t eighteen vessels , valued a t 
£100 m i l l i o n . Robb Caledon i n Dundee have been given a t h i r d 
bulk c a r r i e r , o r i g i n a l l y assigned to Swan Hunter, and are already 
b u i l d i n g two other sh ips . The company's Lei th yard has two crane 
barges, from the Pol ish order , and continuous work a t both yards 
is now ensured, a f t e r redundancy t h r e a t s , u n t i l 1979. B r i t i s h 
Shipbui lders have agreed to take over A i l sa Shipbui lders - the 
la rges t independent yard outs ide the B r i t i s h Shipbui lders group. 
They have had severe cash f low problems and d i f f i c u l t i e s in 
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competing with state backed yards. I t is now expected that one of 
the 4,400 Polish bulk carriers could be transferred from Govan. 
Scotts and Ferguson Brothers of the Scott Lithgow group have had a 
spate of new orders - worth £8.5 mi l l i on - since the beginning of 
the year. In consequence the combined workforce have secure jobs 
for the next eighteen months. Scott Lithgow consider, however, 
that the i r immediate future could l i e in offshore vessels rather 
than merchant shipping. 
There is now a rapidly growing market for vessels designed for 
repaid and maintenance ac t i v i t i es in the North Sea. After some 
delay in recognising the importance of this market, Br i t ish 
Shipbuilders now aim to obtain orders in three sectors - emergency 
and maintenance support vessels, deep water platforms and supply 
boats. Slow delivery by UK yards was a crucial factor in the 
decision by Occidental to order a £25 mi l l i on maintenance and 
support vessel from Japan. BP are at present considering tenders 
from f ive UK yards, including Scott Lithgow, including Scott 
Lithgow, for a vessel for the i r Forties F ie ld. I t is expected 
that orders for another s ix or seven vessels w i l l be placed over 
the next two years and ten vessels could be in service by the 1980's. 
They w i l l have substantial running costs - estimated at £10 mi l l ion 
in a year. 
Yarrows are presently constructing f ive fr igates for the Royal Navy 
but are planning to concentrate on winning orders in the fas t -
growing patrol vessel market. 
Contrasting fortunes in the t e x t i l e , leather and 
clothing industry underlie a small f a l l in 
output during the th i rd quarter of 1977. In 
TEXTILES, LEATHER A l loa, Patons & Baldwins have declared 95 
AND CLOTHING employees redundant fol lowing a decline in the 
hand kn i t t ing market. In contrast, the demand 
for high qual i ty knitwear from the Borders is 
s t i l l h igh, although the decline in the value of 
the dol lar has adversely affected American prospects. Producers 
of lower qual i ty goods for the domestic market take a more 
pessimistic view, although the expansion of consumers real disposable 
income have some small st imulating ef fect . The National Ins t i tu te 
expects UK growth in this sector to be around 2\% in 1978. I t is 
our view that growth in Scotland is unl ikely to exceed this f igure 
during the year. 
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A sharp r i se i n output dur ing the t h i r d quarter o f 
1977 suggests tha t growth in t h i s sector w i l l be 
close to the 1% f i gu re which we forecast l a s t 
BRICKS, POTTERY, October. As ind ica ted i n our l a s t Commentary 
GLASS & CEMENT a large increase i n the demand f o r glass has been 
the primary st imulus f o r t h i s expansion. The 
recent announcement by the SDA of a plan to expand 
the capacity o f Caithness Glass Limited in Perth 
w i l l f u r t h e r increase the output o f high q u a l i t y glass i n Scot land. 
In the ceramics i ndus t r y , plans by Dunoon Ceramics Limited to double 
capaci ty w i l l lead to the prov is ion of an add i t iona l 70 jobs . 
Increased output o f bu i l d i ng mater ia ls s t i l l awaits expansion in 
the const ruct ion i ndus t r y . 
A sharp decl ine in output i n t h i s sector during 
TIMBER, the l a s t quar ter o f 1977 suggests that our October 
FURNITURE forecast o f a 9% f a l l i n product ion during 1977 
may not have been too pess im is t i c . The National 
I n s t i t u t e expects tha t growth i n th i s area w i l l be 
around 2% in 1978. We would expect t h a t , i f there i s some rev iva l 
in the const ruct ion i ndus t r y , growth o f around 4% during 1978 is 
possible i n Scot land. 
Again, paper, p r i n t i n g and publ ish ing was an indust ry 
which suf fered a decl ine i n output during the t h i r d 
quar ter o f 1977, t h i s time down to 82% of 1970 l eve l s . 
PAPER Continued lack o f growth i n demand fo r paper and an 
increase i n imports mean tha t prospects f o r growth remain 
gloomy. The National I n s t i t u t e expects a growth 
rate o f 2\% f o r UK output i n t h i s i ndus t r y , a rate 
which i s un l i ke l y to be s u b s t a n t i a l l y exceeded i n Scot land. One 
hopeful feature i s the expansion by the greet ings card manufacturers, 
Va lent ines , i n Dundee, c rea t ing an add i t iona l 300 jobs. 
S t i l l managing only a very weak rev iva l from the very 
poor performance o f ear ly 1977, the index o f product ion 
f o r the const ruct ion indust ry increased by 1% to stand 
CONSTRUCTION a t a leve l o f 96 i n the t h i r d quar ter o f 1977. 
Figures f o r the value o f orders received in the four th 
quar ter o f 1977 also r e f l e c t the sluggish s ta te of the 
market f o r new bu i l d i ngs . Orders fo r non-housing 
const ruc t ion rose by 7.3% in the pub l ic sector but f e l l d r a s t i c a l l y 
by 36.2% in the p r i va te sec tor . The value o f orders f o r housing 
in the pub l ic sector f e l l marginal ly i n the f i n a l quar ter o f 1977, 
but an increase o f 15.6% in new orders f o r p r i va te housing in the 
same per iod is l i k e l y to be sustained i n t o 1978 due to the rev iva l 
o f the housing market. 
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The la tes t North Sea report by Wood Mackenzie envisages twelve 
platform orders being placed during 1978, of which at least eleven 
w i l l be steel structures. The report suggests that the present 
popularity of steel platforms, compared to concrete, is due in part 
to a re lat ive price advantage and in part to an adherence to a more 
fami l ia r , tested technology. After 1980 the development of smaller 
more complex reserves may demand new design concepts and a revival in 
other structures including concrete. At present, and in the 
immediate fu ture , the West coast s t i l l faces a dearth of concrete 
platform orders. A renewal of planning permission for a possible 
development is inev i table. McAlpines, at Ardyne Point, are committed 
to stay open un t i l the end of the year and have applied for a planning 
extension to bu i ld other structures. The Ninian platform is to be 
completed th is spring at Howard Doris and they w i l l then have no work 
in hand. They are currently pursuing a further order. On the east 
coast the steel yards could face a short term 'boom' period for orders. 
McDermotts and Redpath Dorman Long have work un t i l 1979, while 
Highland Fabricators w i l l complete thei r work for the Ninian f i e l d 
th is year. 
EMPLOYMENT AND UNEMPLOYMENT 
At 2,077,000, the est imated number o f employees i n employment in 
Scot land i n September 1977 was unchanged from the June 1977 est imate. 
A f a l l o f 4,000 in serv ice employment, Figure 5 was o f f s e t by 
r i s e s o f 3,000 i n manufactur ing, Figure 6 , and 1,000 in ag r i cu l t u re 
forestry and f i sh ing . I t is interest ing to note that the level 
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of employment in September 1977 was only 4,000 less than that of 
September 1975, whereas the level of unemployment was 59,500 greater. 
This amply i l l us t ra tes the problems which arise when the supply of 
labour is rapidly expanding. Simply maintaining the level of 
employment is insuf f ic ient to prevent unemployment from r is ing 
steeply. New jobs have to be constantly created in order simply 
to s tab i l i se the level of unemployment. 
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One reason for the decline in service employment has been the public 
expenditure cutbacks which have forced local authorit ies to reduce 
the i r payro l l . A disturbing feature of this phenomenon is that 
the s ta f f reductions in Scotland appear to have been much more 
severethan those in other parts of the UK. Between September 1976 
and September 1977 the number of f u l l time equivalent jobs in 
Scottish local authorit ies declined by 4.1% to 245,500. In contrast 
the decline in England was 1.1% and in Wales the number of f u l l time 
equivalents f e l l only by 0.8%. The actual reduction in manpower 
in Scotland was part ly of fset by an expansion of the job creation 
programme, which has been heavily u t i l i sed in Scotland, relat ive to 
other areas. The short-term nature of this employment however, 
means that prospects for stable employment in local authorit ies are 
considerably poorer in Scotland than in other parts of the UK. Of 
course, reductions in local authority manpower have resulted in a 
decline in the real amount of revenue needed to be raised through 
rates. The consequent increases in consumer's disposable income, 
however, are unlikely to cause an of fset t ing r ise in local private 
employment because of the high propensity of consumers to buy non-
local goods or to save out of the additional income. 
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At the industry l eve l , there have been substantial changes in the 
d is t r ibut ion of employment between September 1975 and 1977. Aside 
from the decline in public administration already discussed, 
substantial declines have taken place in engineering, construction 
and metal manufacture. The 10,000 reduction in engineering 
employment must be a matter of some concern since, over the same 
period, engineering employment in Great Br i ta in expanded by some 
3,000. This certainly indicates some weakening in the strength of 
Scotland's industr ia l base. In contrast, while employment in 
tex t i les in Great Br i ta in declined between 1975 and 1977, in 
Scotland employment expanded by over 2,000, probably as a result of 
the d i f ferent type and qual i ty of goods being offered by Scottish 
producers. The most rapidly expanding industry, in terms of 
employment, has been f inanc ia l , professional and miscellaneous 
services. Over the period, employment in this sector expanded 
by 34,000 to reach 662,000, 46,000 more- than to ta l employment in 
manufacturing. 
As a proportion of to ta l employment in Great B r i t a in , employment 
in Scotland declined marginally from 9.37% to 9.34% between the 
second and th i rd quarters of 1977,(Tigure 7) . No clear trend 
in this proportion is apparent. In 1965 i t stood at 9.35%. 
However, the corresponding unemployment proportion has been 
expanding throughout 1977,(see Figure 8 ) . In September 1977 
unemployment in Scotland was 12.2% of the GB tota l and in March 
1978 i t was 13.7% 
A detailed analysis by age, sex and duration of January's 
unemployment figures reveals that Scotland is over-represented in 
a l l categories, but especially so amongst women and prime age 
(20-40) males. The duration of unemployment continues to increase 
with the January figures revealing that over 75% of the unemployed 
had been out of work for more than two months. Nearly 35,000 
males in Scotland had been unemployed for more than one year. 
The female/male unemployment re lat ive seems to have stabi l ised with 
about 46 women out of work for every 100 men, a s l ight drop on the 
la t te r hal f of last year though s t i l l h i s to r i ca l l y high. 
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AGE OF UNEMPLOYED - MALES 
January 1978 
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Recent work by the US Bureau of Labour Sta t is t ics has enabled us to 
present a series of unemployment rates for various Western countries 
for the las t eight years. To this we have added a crude estimate 
of Scottish unemployment likewise adjusted to US concepts. This was 
done by f i r s t mul t ip ly ing the "Br i t ish adjusted rate" by an 
unemployment re la t ive 
Scottish Registered Unemployment Rate 
G.Britain Registered Unemployment Rate 
and then adapting th is f igure to take account of such differences as 
varying incidences of reg is t ra t ion , available from the Census and 
General Household Surveys. In essence these national s ta t i s t i cs 
have been adjusted"to cover a l l persons seeking work, whether or not 
they register with employment exchanges". 
Table 1 Unemployment Rates, 1970-7, Adjusted to US Concepts 
Year 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
United 
States 
4.9 
5.9 
4.9 
4.9 
5.6 
8.5 
7.7 
7.0 
Canada 
5.7 
6.2 
6.2 
5.6 
5.4 
6.9 
7.1 
8.1 
Great 
Br i ta in 
3.1 
3.9 
4.2 
3.2 
3.2 
4.7 
6.4 
7.1 
Scotland 
5.2 
6.7 
7.4 
5.7 
5.0 
6.0 
8.0 
9.5 
France 
2.8 
3.0 
3.0 
2.9 
3.1 
4.3 
4.6 
5.3 
West 
Germany 
0.8 
0.8 
0.8 
0.8 
1.7 
3.8 
3.8 
3.5 
I ta l y 
3.5 
3.5 
4.0 
3.8 
3.2 
3.7 
4.0 
3.3 
Sweden 
1.5 
2.6 
2.7 
2.5 
2.0 
1.6 
1.6 
1.6 
Source: Monthly Labour Review April 1977, 
Bureau of Labour Statistics & Estimates 
With regard to Table 1 there are several important observations to 
be made: 
1. The Scottish and Br i t i sh figures are much higher than 
those published by the Department of Employment. 
Primarily this is because of the inclusion of the 
unregistered unemployed; a group consisting mainly 
of married women who do not qual i fy for benef i ts , 
but also a substantial proportion of disabled, 
sick and "discouraged workers". The proportion of 
unemployed who do not register has been declining 
for some time as a result of a number of factors; 
there is now less stigma attached to "signing on"; 
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2. In ternat ional ly Scotland has high, and consistently 
high unemployment. 
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Unemployment & Vacancies in the Regions of the UK: March 1978 
South-East 
East Ang l ia 
South West 
W Midlands 
E Midlands 
Yorks & 
Humberside 
North-West 
North 
Wales 
N I r e l a n d 
S t ra thc l yde 
Rest o f 
Scot land 
Scot land 
Unemployment 
(000 's ) 
323.3 
37.3 
111.8 
123.7 
79.1 
120.8 
205.4 
118.2 
88.5 
62.0 
110.9 
80.1 
191.0 
Unemployment 
Rate 
4.3 
5.3 
6.9 
5.3 
5.0 
5.8 
7.2 
8.7 
8.3 
11.4 
10.2 
7.1 
8.6 
Vacancies 
(000*s) 
90.5 
6.3 
11.9 
14.0 
13.5 
14.8 
16.4 
10.8 
•3,8 
2.2 
8.9 
12.3 
21.2 
Unemployment/ 
Vacancies 
3.6 
5.9 
9.4 
8.9 
5.8 
8.2 
12.5 
10.9 
10.0 
27.8 
12.4 
6.5 
9.0 
Unemployment in the Scottish Regions: March 1978 
Highlands 
Shetland 
Orkney 
Western I s l e s 
Grampian 
Tayside 
F i f e 
S t ra thc l yde 
Lo th ian 
Centra l 
Dumfries & 
Galloway 
Borders 
Scot land 
Sept '77 
(000 's ) 
7.1 
0.2 
0.3 
1.0 
8.3 
12.9 
10.3 
108.7 
23.4 
7.8 
4.4 
1.7 
186.2 
December '77 
(000 ' s ) 
7.1 
0.2 
0.3 
0.8 
8.9 
13.6 
10.6 
110.9 
24.1 
8.2 
4.5 
1.8 
191.0 
Percentage 
Change 
- 0.7 
-13.3 
+ 7.1 
-15.2 
+ 6.6 
+ 5.7 
+ 2.7 
+ 2.0 
+ 2.8 
+ 5.6 
+ 1.9 
+ 7.9 
+ 2.6 
Unemployment 
Rate 
9.5 
2.8 
5.2 
10.3 
5.0 
8.0 
8.0 
10.2 
7.1 
7.4 
8.4 
4.6 
8.6 
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OUTLOOK AND APPRAISAL 
In th is issue, as well as analysing the outlook for the Scottish 
economy in the short-term, th is section contains an analysis of the 
al location of regional development grants within Scotland. 
Regional Development Grants 
Regional Development Grants were introduced under the 1972 Industry 
Act to encourage capital expenditure in the development areas. 
These non-selective grants are payable on expenditure on new plant , 
machinery and buildings at the rate of 22% in the special development 
areas and 20% in the development areas. Nearly a l l of Scotland has 
development area status and a large proportion of the West of Scotland 
has special development area status. A quarterly breakdown of 
grants, whose value exceeds £10,000 is published in Trade and Industry 
(HMS0). Information on the name of the f i rm and the location of 
the plant is given. Data on grants for the period 1975-1977 have 
been processed in the Ins t i tu te and allocated to the local authority 
regions in which they are payable. 
Series on investment grants thus generated were divided by regional 
population to enable comparison of thei r incidence between 
d i f ferent areas. I t could be argued that the results provide a 
good indicator of movements in manufacturing investment in the 
regions, since few firms w i l l not take advantage of the cash benefits 
offered under the Act. However, two caveats must be stated: 
f i r s t l y , grants under £10,000 are not included in the published 
s ta t i s t i cs and secondly, occasionally, grants are given not 
speci f ica l ly to one plant , but to a number of unspecified 
locations and one consequently cannot al locate these to a part icular 
region. Thus, for 1976/77 the to ta l grant which we are able to 
allocate comprises 60% of the tota l amount made available in 
Scotland in regional development grants. I f the spatial 
d is t r ibut ion of grants under £10,000 and those that are not 
allocated to a single plant is random when normalised by population 
then the series presented in Figures 17, 18 and 19 w i l l s t i l l give 
a rough indicat ion of f luctuations in regional investment. 
The main features of the results are: 
(a) the wide fluctuations in grant per head, especially 
in the smaller regions. This is to be expected, 
given the 'lumpy' nature of capital investment. 
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(b) the regions which benefit most consistently from a 
high level of investment are Strathclyde and 
Central. In the main, this is due to the 
investment ac t i v i t i es of a few f i rms, notably 
Br i t i sh Steel in the Motherwell area and BP and 
I CI around Grangemouth. 
(c) the level of manufacturing investment in Lothian 
region is consistently low. In Strathclyde, 
in any quarter, regional grant per head never 
f a l l s below £2. In contrast the Lothian figure 
never reaches £2. The implication is that , in 
the future, Lothian w i l l have to increasingly 
rely on services to provide i t s employment base. 
(d) in most regions, the monetary value of grants 
declined during the last two quarters of 1977 
suggesting, as was mentioned in the section on 
indicators, a substantial f a l l in the real value 
of investment in Scotland during the la t te r part 
of 1977. 
In this issue, we present forecasts for 1978 of movements in some 
key Scottish economic indicators. These have been generated by a 
small econometric model of the Scottish economy (see Note: 
Econometric Forecasting in Scotland, this issue) which has been 
constructed at the Fraser of Allander Ins t i tu te . To a large 
extent these reinforce the pessimism which has pervaded the review 
of the Scottish economy in ear l ie r sections. Manufacturing 
output, which was almost completely s ta t i c during 1977, is expected 
to grow by only 1% during 1978. This growth, on past trends, 
should be insuf f ic ient to maintain the level of manufacturing 
employment and we would expect a f a l l of around 5,000 between 1977 
and 1978. Service employment should continue to r i se , increasing 
by perhaps 3,000 over the period. Unfortunately, a further rise 
in unemployment must be expected, given the predicted low level of 
ac t i v i t y . In March 1978 the level of unemployment was 191,000. 
After May we would expect another steady r ise in unemployment 
possibly reaching 210,000 by August. 
For 1978 as a whole, the average level of unemployment is l i ke ly 
to be close to 200,000. Scotland's real gross domestic product 
should r ise by around 0.4% during 1978 assisted by the small 
increases in manufacturing output and service employment. Because 
of the slow growth in employment, excess demand is not expected to 
exert a strong upward influence on wages and we would expect male 
manufacturing wages to increase by marginally less than the National 
Inst i tue 's expected 13% growth for the UK as a whole. 
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Overal l , the outlook is not encouraging although our forecasts 
suggest a r ise in real disposable income, should price i n f l a t i on 
remain in single figures through the remainder of 1978. The 
measures taken by the Chancellor should add some further stimulus 
to consumer demand in the la t te r ha l f of 1978, but we cannot 
foresee th is having any immediate marked ef fect on Scottish output. 
Unemployment remains the pr incipal problem of the Scottish economy. 
Our forecast, that average unemployment in 1978 w i l l be close to 
200,000, suggests that no immediate improvement can be expected. 
The removal of REP has clearly had a detrimental e f fect on company 
finances and, consequently, on unemployment. I t s reintorduct ion, 
as we have argued before, with a bias toward more sk i l l ed 
occupations would go some way toward ret r iev ing ground lost during 
1977. However, no h in t of fur ther measures to assist the 
development areas was made in the Budget speech. 
One measure which might be considered by the authori t ies to promote 
a more equitable d is t r ibu t ion of employment is to force up the price 
of overtime hours, as is done in the USA, by leg is la t ing on the 
mult iple of the standard rate which must be paid for overtime hours-
I f the authori t ies could force the rate of overtime payments up t o , 
say, t r i p l e rather than double, the standard ra te , some progress 
might be made toward reducing levels of overtime working and 
increasing employment. 
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SUMMARY 
Wor ld and the Un i t ed Kingdom 
The outlook for output growth in the major industr ia l economies s t i l l 
remains unfavourable. The United States is the only s igni f icant 
exception to this general pat tern, and even here balance of payments 
and i n f l a t i on constraints may emerge as the year progresses. 
The rate of growth of output in the UK is expected to be of the 
order of 2\% in 1978. The short-run outlook for in f la t ion and 
employment appears reasonably favourable, but no s ign i f icant decline 
in unemployment is foreseen. The longer term outlook is 
considerably more uncertain, with re ta i l pr ices, wage policies and 
the balance of payments remaining major inponderabies. 
Scotland 
There is s t i l l l i t t l e indication of a recovery in the flagging 
fortunes of the Scottish economy. Stagnant output and f a l l i ng 
investment give l i t t l e hope of a recovery of ac t i v i t y and a 
reduction in unemployment during the remainder of 1978. 
The Budget, which contained no special measures for the assisted 
areas, can hardly be expected to provide a strong stimulus to the 
Scottish economy. 
Thus, we expect that , af ter r is ing to around 210,000 in July, 
unemployment in Scotland w i l l level of f at about 200,000 in October. 
